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1 . ON JULY 26, AN EMBASSY OFFICER MET WITH HERNAN CORREA, 
CORELCA'S FINANCIAL DIRECTOR, TO DISCUSS THE REASONS 
WESTINGHOUSE DID NOT WIN THE GENERATOR BID. CORREA SAID THAT 
CORELCA WOULD HAVE PREFERRED WESTINGHOUSE AND EXPECTED 
WESTINGHOUSE TO WIN THE BID. BUT THEY COULD NOT AWARD THE 
CONTRACT TO THEM BASICALLY FOR THREE REASONS. 

A. CORELCA CONSIDERED THE ESCALATION CLAUSE IN 
WESTINGHOUSE'S OFFER TOO OPEN ENDED. IT SUBJECTED THE 
SALE TO ESCALATION THRMUGHOUT THE PROJECT PERIOD, PLUS 

IT PROVIDED FOR ESCALATION ABOVE THE INDEX, TO BE DETERMINED 
BY AN INDEPENDENT SOURCE, SHOULD IT APPEAR THAT THE INDEX 
TO BE USED WAS NO LONGER VALID FOR THE EQUIPMENT IN QUESTION. 
SIEMEN'S ESCALATION CLAUSE, ON THE OTHER HAND. WOULD 
COVER ONLY UP TO THE DATE OF FINALIZING THE CONTRACT 
IF THE FINAL CONTRACTING EXCEEDED 180 DAYS. THERE WAS 
NO PROVISION FOR FURTHER ESCALATION OR FOR USING A 
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DIFFERENT INDEX THAN THAT SPECIFIED. 

B. THE SECOND REASON FOR NOT GRANTING THE BID TO 
WESTINGHOUSE WAS THAT WESTINGHOUSE REQUESTED LETTERS 
OF CREDIT FOR BOTH PESO AND DOLLAR COSTS. THE TERMS 
AND CONDITIONS SPECIFICALLY STIPULATED THAT LOCAL CREDIT 
WOULD BE PAID DIRECTLY BY THE FINANCING INSITITUTION 
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WITHOUT REQUIRING ANY DOCUMENT OTHER THAN THE CREDIT 
CONTRACT. THIS PROVISION WAS PUT INTO THE TERMS AND 
CONDITIONS SPECIFICALLY TO AVOID A LETTER OF CREDIT 
IN PESOS, BECAUSE IN TODAY'S CREDIT MARKET CONDITIONS 
IT WOULD HAVE BEEN EXCEEDINGLY DIFFICULT TO OBTAIN A 
LETTER OF CREDIT FOR THE AMOUNT OF PESOS REQUIRED. 

C. THE THIRD AND LEAST IMPORTANT REASON FOR AWARDING 
THE CONTRACT TO SIEMENS WAS THAT CORELCA CONSIDERED 
THE SIEMENS OFFER SLIGHTLY MORE ATTRACTIVE BECAUSE 
OF THE FINANCING PACKAGE. SIEMEN'S OFFER WAS AS 
FOLLOWS: 

1. FOREIGN CURRENCY PAYMENT 

5 PERCENT, 45 DAYS AFTER LEGALIZATION OF CONTRACT 
10 PERCENT , 18 MONTHS AFTER LEGALIZATION 
85 PERCENT, DATE OF PROVISIONAL RECEPTION, I.E. 

INSTALLED AND FUNCTIONING. 

II. LOCAL CURRECNY PAYMENT 

5 PERCENT 45 DAYS AFTER LEGALIZATION OF CONTRACT 
5 PERCENT 12 MONTHS AFTER LEGALIZATION OF CONTRACT 
85 PERCENT ACCORDING TO THE PROGRESS OF THE PROJECT IN 
TRIMESTRAL PAYMENTS 
5 PERCENT UPON PROVISIONAL ACCEPTANCE 

III. TERMS OF FINANCE 
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85 PERCENT PROVIDED BY DFW/AKA IN DM 
20 SEMIANNUAL PAYMENTS AT 8.5 PERCENT FIXED 
15 PERCENT PROVIDED BY BAYERISCHE YERGINSBANK 
5 YEARS 1.5 OVER LIBOR 
7 YEARS 1.75 OVER LIBOR 
INTEREST FOR 5 YEARS 1.5 OVER LIBOR 
INTEREST FOR 7 YEARS 1.75 OVER LIBOR 
HERMESKREDIT DID NOT PROVIDE FINANCING BUT DID 
INSURE THE PACKAGE. 

2. THE REASON FOR NOT CONSIDERING EXPORT IMPORT BANK'S 
REVISED OFFER WAS THAT IT WAS RECEIVED AGTER BIFS HAD 
BEEN OPENED. CORELCA POLICY IS TO JUDGE BIDS 
EXCLUSIVELY UPON OFFERS RECEIVED PRIOR TO THE CLOSING 
OF BIDS. THIS IS SO EVEN IF THE ORIGNIAL OFFER INCLUDES 

A PROVISION FOR SUBSEQUENT NEGOTIATION. THE POLICY 
IS NOT CONTAINED IN DECREE 150 BUT IS CORELCA POLICY, 
IMPLICIT, IN THEIR OPINION, IN THE TERMS AND CONDITIONS. 

IT IS NOT POSSIBLE TO SAY THAT IN FUTURE CONTRACTS 
INVOLVING OFFICIAL ENTITIES IN COLOMBIA EXIMBANK CAN 
NOT IMPROVE ITS OFFER AFTER OPENING OF BIDS. HOWEVER, 

IT WOULD CLEARLY BE WISE TO MAKE THE OFFER AS COMPETITIVE 
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AS IS POSSIBLE BEFORE THE CLOSING OF BIDS. 

DREXLER 
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